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The major problems presented involve politioal stability 
and administrative ability, refugee resettlement and rehabilitation, 
relief and reconstruction of the var*»dainaged economy, and economic 
support of the security forces. 

Political Stability and Administrative Ability* ** Mr. Morrison 
said thaT Professor We slcy F'fslieX, of Michigan 5 taYe University } has 
until recently worked very closely with President Diem, who is his 
personal friend. Gen<> Collins asked Mi'. Stas sen's opinion on the 
advisability of asking Professor Fishel to return to Saigon. 

Mr. Stassen said he did not think dan. Collins should take 
Professor Fishel with him but that he might find it desirable to 
have him there la ter 0 He felt Professor Fishel would be more 
valuable to Gen. Collins as an adviser to and employed by 
President Diem rather than as a member of Gen. Collins' staff. 

Hr. Morrison said that a team from Michigan State University 
has recently completed a public administration survey, covering 
general public administration, fiscal management, public information, 
and police administration. 

Mr. Ro soman said their preliminary report pointed out that* 
(1) the government lias limited jurisdiction and operation outside 
Saigon, is without experience in governmental activities, and has 
little contact with the people j (2) the elimination of French fiscal 
control has resulted in a situation where there is no effective 
governmental financial management} and (3) within the government, 
the one hope is for an "immediate, gigantic, obvious, and subtle" 

D.S. aid program. They reccranended the establishment of an 
Institute of Public Service to train Vietnamese for government 
service. 


The MSU team said the principal problems involve* 

(1) a clarification of TJ.S. relationships with the French} (2) the 
relationship of a university operation to the other U.S. operations} 
and (3) the relationship of internal security forces to military 
force plans. 

Mi'. Roseman said the money is available for ths MSU contract 
and the university is enthusiastic and interested. Gen* Collins 
asked that FOA delay making the contract until he had a chance to 
examine the situation} Mr. Stassen agreed. 

Mr. Stassen referred to some of the steps FOA has taken 
to bolster the administrative ability of the government, WO have 
recently transferred to Saigon, as Mission Director, Leland Barrows 
who has served in Athens under similar conditions; we detailed two 
of our most experienced men (from Frankfurt and Hong Kong) to 
direct the refugee movement; and we now have in Saigon Arthur Bloomfield, 
from the Federal Reserve Bank of New York, to consult with the Vietnamese 



3 


MISC/RA-Q? 


Government on the problem of fiscal management. If Gan. Collins 
decides, after talking with Mr. Barrows, that he wants any FQA. 
personnel of special abilities, Mr. Stassen said, they will bo 
transferred to Saigon from their present posts. He offered to 
send with Qen. Collins the FOA Indochina desk man who would give 
the Qeneral additional briefing on the way to Saigon and then 
return to Washington. 

Qen. Collins pointed out that only if the Vietnamese 
themselves want to be free and are willing to take over from the 
French colonial regime can the U.S. efforts be successful. He 
asked how much personal ability and power President Diem has and 
whether or not he was willing to seize control. Mr. Stassen said 
we believe Mr* Diem is honest, intelligent, and devoted to his 
country; but he lacks administrative ability and method to carry 
out his responsibilities. We have found, in similar sensitive 
situations in other countries, that governments will take train* 
ing in public administration, finance, and other intimate matters 
of government more willingly from a U.S. university than from 
U.S. officials o 

Qen. Collins 3aid he thought there were two separate 
services under consideration* (1) the establishment under HSU of 
a training institute, which would have long-term merit; and (2) the 
introduction of U.S. technical advisers into the various government 
departments, which seems essential from the short-term point of view* 
Mr. Stassen agreed. 

Mr. Wolf referred to Gen. Collins’ question about Mr. Diem’s 
power. He said that Mr. Diem may be mistaken in taking On abrl- 
trary position against Mr. Hinh and that Qon. Collins might consider 
the advisability of suggesting to Mr. Diem that in order to avoid 
the fall of his government it might be well to alter his position 
with respect to Mr. Hinh. to. Stassen said that would depend on 
whether or not Mr. Hinh still has the nationalist array support and 
suggested that Qen. Collins review the field and State reports 
on Mr. Hinh. 

USOM Saigon.— Mr. Morrison said that in the Saigon mission 
we now have 109 U.S. and 220 local employees. The USOM now serves 
the three Associated States; but instructions are being sent to 
the field establishing three independent missions. USOM Saigon 
will backstop administratively the other two missions but will have 
primary responsibility for the program in Vietnam. 

Programs.— Mr. Ohly said that our aid program in Vietnam 
has four or five components, many of which are Interchangeable 
under our legislation. That is, if Osn. Collins believe* there 
should be a change in emphasis or that aid should be pinpb lilted 
in a Certain area, that can be arranged. He listed the following 
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component 3 : (1) military assistance, which includes net only end 

items but softer goods not usually included in such programs} 

(2) subsidies to the ?EC} (3) assistance formerly furnished through 
France but which will now go direct to Vietnam for the maintenance 
of Vietnamese forces} and (U) the economic program. Geh. Collins 
said he would like to receive a breakdown of funds for these various 
components* Mr. Siassen said that in each case we could state that 
the allocation could be increased, by Presidential decision* by {he 
use of money from other specific eourcss against which there are 
certain claims. 

Mr. Stassen emphasized his belief that administrative 
ability and political stability rather than fund availability will 
limit what we can do in Vietnam. 

Gen. Collins said he understood the $700 million 5E/i/WP fund 
has already been doubly earmarked. Mr. Stassen said there have been 
many suggestions for use of that fund but so far there are practi- 
cally no legal or Executive Branch commitments against it. Tho 
misunderstanding arises from a confusion of the terms obligate and 
earmark. 


Gen. Collins reported that Secretary Dulles had pointed 
out the need for determining just whet tho U.S. effort should be 
in Vietnam, particularly In view of the relatively slim chances 
of great accomplishments. Wo diould consider how long and to what 
extent financially we should support the FEC, how much wo should 
assist the Vietnamese army and internal security forces, how much 
more we should spend on the resettlement program, and how much wo 
should spend in an attempt to stabilize the Vietnam economy. We 
should reach some position on how much we are willing to spend for 
these programs, not only for the next six months but over a period 
of years. If necessary. 

Econo mic Aid Program . — Mr. Morrison said our preliminary 
analysis of the A ssoeiateS 'States * absorptive capacity for economic 
and military assistance (considering economic management capabilities 
end the danger of inflation) shows that a total of $I£0 « $500 million 
could be utilized. The top limit ,6f economic aid will depend on 
defense force goalso 

Our preliminary economic program provides $32 million for 
economic aid and technical cooperation, $10 million for the MST3 
movement of refugeee, and $35 million for the Vietnam refugee 
program* The division of funds between various fields of activity 
is; 2 $% in agriculture (since Vietnam is primarily an agricultural 
econony), 20$ in transportation, 17 % in education, 10 % in public 
administration, and 10$ in health. 
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Refugee and Re settlement Program.—* Mrs. Houghton said 
our first proETem was ovacuationy'aaof October 10, wo have moved 
3U7,000 refugees. Wo are now concentrating on their resettlement 
and on the resettlement of a substantial number of displaced 
persons, which will take some months. The USOM resettlement plan 
is now being studied. 

Mrs. Houghton said that Mr. Alfred Cardinaux, who la now 
in Saigon, has had considerable experience in the resettlement 
program and could give Gen. Collins valuable information on it. 

He is due to return to Washington the end of ‘this month, but 
could remain in Saigon longer if Gen. Collins needed him. 

Gen. Collins asked about funds for refugee transportation 
within Vietnam, resettlement, feeding, and housing. Mr. Morrison 
said we have approved a partial program of 135 million for F3£ 1955, 
of that amount, we have actually allotted $10 million. Gen. Collins 
asked from Which account the $35 million would be available} 

Mr. Murphy said that has not been finally decided. 

Relief and Reconstruction Program.-- Hr. Morrison said our 
program has been submitted to the Vietnam Government and FOA/W is 
reviewing it before submission to the Bureau of the Budget. 

Direct Assistance.— Me. Morrison said that while it is 
our policy to give aid directly to Vietnam, the lack of government 
experience in managing funds presents a serious problem. The 
country team and Washington are considering how the direct aid 
can best be given. The present thinking is that we must retain 
certain of the French administrative cadres until Vietnam adminis- 
trative ability has been developed. It has been estimated that if 
the U.S. were to take over this function we would need 250 - 1,000 
persons. If the French cadres are retained, however, U.S. personnel 
on top levels should supervise their activities. 

Military Force Goals.— Mr. Stassen said there is a major 
question as to the kind aacT size of military forces to be estab- 
lished in Vietnam and the economic implications and administrative 
burdens thereof. There has been some talk about establishing ten 
Vietnamese divisions; we believe that the econony cannot be propped 
up enough to support that number of divisions and that the govern- 
ment does not have the stability and substance to supervise such 
a military force. 

Qen. Collins said that we must determine how much money 
we are trilling to spend in Vietnam, not only in economic but in * > 
military assistance. He reported that Secretary Dulles had 
indicated to him that he would not support a program of $1 billion 
(one of the estimates offered) for one year. 
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Relations with the French,- - Qen. Collins asked how 
sincere the French were" In their commitment to withdraw firm 
Vietnam and whether the fonctionnaires would cooperate. He 
Indicated that, to date, there has not been very good cooperation 
on the military side. 

Hr, Stassen said one Important consideration is that 
Indochina has been in effect a dollar earner for France for some 
time. For the francs spent in Indochina (on the FEC and on other 
activities), France was repaid in dollars; that was done as part 
of our effort to stabilise the franc and France and to got french 
cooperation. We notified France, in September, that the payment 
of the balance of the $785 million (Franoe received $253 mill io n 
of it in FT 195b) would be renegotiated in December. Hr. StasSon 
said that we are obligated to pay France some of it. The settle- 
ment of that $5 00 million and the way in which the dollars we put 
into Vietnam are controlled (whether they go into the French dollar 
pool or whether Vietnam handles them in international exchange) are 
important financial items to the Republic of France and to the 
French institutions and people in Vietnam, 

Liaison. — Gen. Collins asked whom he could call for 
additional information, if necessary. Mr. Stassen appointed 
Mr, Morrison as liaison officer. 

The meeting adjourned at 6*15 p.m. 
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